
STATE OF NEW YORK

STATE TAX COUHISSION

In the Matten of the Applicatj.ons

of

GROLIERI INCORPORATED

fon r:evision or nefund of combined t
f ranehiee taxes fon 1960 r  1961,
L962 and 1963 under Art ic le 9-A t
of the tax law.

r - -  :

Gnolier, fnconporated having fi led applicatione fon nevLeion

on nefund of  eonbined fnanchiee taxes for the years 1960r 19611 1962

and l-963 unden Anticle 9-A of the tax 1aw, and a heaning havLng been

held on ,June ?r L972 befone ,John J. GenevLch, Heaning Offlcen of the

Depantment of Taxation and financer dt the office of the State Tax

CommJ.esionl 80 Centne Stneet, New Yonk Cityr &t whieh heaning Donald W.

Hilnoy, Contro}ler, and hlLll iarn 0. Lenihanl Vice-Pnesldent and Attorneyt

appeaned pereonally and testif led on behalf cf the taxpayenr and the

necond havLng been duly examined and considered by the State Tax CornmLs-

aion t

It is hereby foundt

(I) Fon the years L960 and 1961 penmission was granted unden

the pnovLeions of Section 211.4 of the tax law fon the fi l ing of neponte

on a cornbined baal.e, ineluding the taxpayer and Lte wholly-Erwned sub-

sidJ.anies,  G:rol ier  Soelety fnc. l  Gnol ien Entenprr isee Inc. ,  Amenicana

Conponationl Catekll l Craftsmen Inc. and RLehan& Cornpany Inc. Fotr

1962 and 1963 anothen wholly-owned eubsLdiany, Spenoen fnterlratl.onal

Pneae fnc., waa per.nitted to be includeC in the conbined neponts.

(2) The taxpayer fi led consol:Ldated conponation income tax

repotts with the United States Tneasuny Depantrnent fon the years involved t

whLch incLuded othen conponations in addition to thoee in the New York

cornbined reponts.

(3) The Corponation Tax Bur:eau ieaued notieee of aeseeenentt

on Septernber 16r 1968r as fo l lows:

a
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Cotnblned entine net incone
Buelneee alloeatLon percantage
ALlocated baae
Tax at  5-L/2\
PIus aubel-diany capltal tax
TotaL tax
Tax paid
Added tax

1960 19  61

$2 ,115 ,179 .32  $3 ,917 ,701 .44
34 .7937

735 ,948 .90
r+o ,477  .LB

206.39
40  ,683 .57
40  ,000 .00

$  s83 .57

28.L279
I r lo1 r967 .14

60r608 .19
255 .95

50  ,864 .14
47r057 .14

$  rg ,807 .  oo

Fon 1962 the Conponation Tax Buneau computed a conbLned entine

net  loes  o f  $411921159.87 ,  and fon  1963 computed a  combined en tLre

net loas of  $2r5211f 226.36. Theee loeeee hrere aLlowed ag cannybaeks

to pnion yeare. The actual tax l labll i ty fon 1962 and 1963 wae conputed

on capLtal.r and the added taxee on auch baeie ane not Ln dispute.

(4) fn computing cornbined entLne nct Lncome on combLned

entine net loee r Do eliminatLon wae allowed of l-ntencompany pnofits.

The entine net Lncome of each corponation included in the combLned

neponte was oomputed as tf it had filed on a eepanate baeie fon Federal

purpoSaB.

(5) Tinrely applicatl,ons fon nevLeion on nefund wene fi led.

(6) Sect l .on 208.9 of  the tax law neade, Ln pantr  &B fol lowe:

rfThe tem fentine net Lncomer means total net Lncome
from aLl sourc€s, which ehall be pneeunably the Bame ae the
entine taxable income whj.eh the taxpayer is nequlned to nepont
to the United Statee tneaeuny department, on which the taxpayan
tdould have been nequined to neporrt, tf it had not made an
election under eubchapter 6 of chapter one of the intennal
revenue code, except aa heneLnaften provided, r * l.t

(7)  Fon the years involved, Sect ion 211.4 of  the tax law

neadE, ln pantr  dB fol lowg;

rfn the diacnetion of the tax commiseLon, any taxpayer,
which owns or contnols eithen dinectly or lndLnectly Bub-
atantl,ally all the capLtal stock of one or more othen coFpoFa-
tione, i t * r"y be nequined on perm:ltted to nake a nepor:t
on a combLned basls eovening any such other conponatione
and Eetting forth euch l"nformation ae the tax comrnieslon
may nequire * * i. fn the caae of a cornbLned repont the
tax ehall be meaauned by the conbLned entine net Lncome on
conbi.ned capitaS" of all the corpo:?ations ineluded ln the
neport. In conputing conrbined entl.re net income Lntenconporate
divldende ehall be eLlmlnated, in conputing combLned bueLnees
and inveatment capitaL intenconponate etockholdinge and inten-
eonponate bll le, notee and accounte neceivable and payable
and othen inteneonponate indebtedneaa shall be ellnlnated
and ln cornputLng comblned eubal.dlany eapital intenconponate
etockholdings ehal l  be el iminated.r

(8) FedenaL fneome Tax Ragulat lon 1.1502-31A(b) appl . icable
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to the yearlr lnvolved neads, l-n part r ES follows:

n(b) Conrputatione. In the case of affi l lated oorporations
whLch make r oF are required to make I €r consoll.dated netunn,
and except as otheruiee pr.ov3-ded Ln the regulations unden
seot ion  1502 t

n(1) TaxabLe lnoone. The taxable Lncome of each coFpora-
tion shall be conputed Ln accor:dance wlth the pnovlsLone
covening the detenml.natl.on of taxable income of eepanate
corporations, exeeptl

n(l) Thene sha}l be elininated unnealized pnoflte and
Iogsee Ln tnaneaetions between nembene of tha affi l iated
gtroup and dlvidend dlstrlbutione fnom one member of the grouP
to anothen memben of the group (nefenned to ln the-negulatlone
unden sect ion 1502 as intCncompany tnaneactLone)1 *  i  i . i l

The State Tax Commission heneby

DETERMINES I

(A) rrEnt ine net Lncomen ae def l .ned ln Sect ion 208.9 of  the

tax law n€ana the net l.ncome that a eonponatLon Le nequl-ned to comPute

in accondance wlth the Fedenal provLeions covenLng the detenmLnation

of taxable ineome of eepanate aonponatione.

(B)  Fedena l  Regu la tLon 1 .1502-3 IA(b) (1 ) ( t )  e l ln lna tLng un-

neaLized pr:ofLta and loeeea ln tnangactlone between nembene of an affl l lated

group appliee only j.n those eaB€B whene a Fedenal consolldated netusr

Le fLled.

(C) There a:n€ no provLeions Ln Article 9-A of the tax law

that pennit an affl"li.ated group of taxpayerre to nepont on a coneolidated

basi .e.

(D)  Seet ion  211.4  o f  the

nating of intenoonponate dlvldends

income.

tax 1aw only pnovLdee fon the elini-

in computing combLned entine net

(E) The added taxes aa eet fonth in (3) above ane aff l .rned.

Datedt Albanyl New York

th l s  4 th  day  o f  Ap r i l  1973 . STATE TAX COMUTSST
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STATE OT NEW YORK

STATE TAX COMMTSSTON

fn the Hatter of the Petit ion !

o f l

GROLIER. INCORPORATED 3

fon nedctermination of defLcLency :
on fon nefund of combined fran-
chiae taxes fon 196t+ and 1965 r
unden Arrticle 9-A of the tax Iaw.

- :

Gnolienl Inconponated havLng fl led petlt lon fon nedetennLnation

of defleiency on fon nefund of combLned fnanchLse taxee fon 196t+ and

1965 unden Anticle 9-A of the tax law, and a hear:ing having becn held

on tlune 7r l-912 befone John J. Genevich, Hear:ing Officer of the Depantnent

of TaxatLon and Financel at the offlee of the State Tax Commiesl.ont

80 Centne Stneet, New Yonk City, at which heaning Donald W. Hilnoyt

Contnollen, and Will ian 0. LenLhanl VLce-PneaLdent and Attolrneyr appeared

peneonally and teetif ied on behalf of the taxpayen, and the necond

having been duly exarnl.ned and eonsidened by the State Tax CornmieaLon,

ft ie heneby foundt

(1) Fon the year 1.96$ penmlseion $rae granted under the pro-

vieione of Section 211,4 of the tax law fon the fi l ing of reponta on

a oonbLned baeLe Lncluding the taxpayen and lle wholly-owned eubeidlanLee,

Gnolien Socl.ety fnc. I Gnolien EntenpnLaea Inc., AmenLcana Conponation,

Catekil l Craftenen Ine., Rfchande Company Ine., Grolien Internatl.onal

Inc. n R. H. Hl.nkley Conpany and Spenoen fntennational Preee fnc. Fon

1965 anothen who1ly-6rwned subej.dLany, Fedenated Cnedit Conp.l !r&8 perrnitted

to be Lncluded ln the conbl.ned report.

(2> The taxpayen flted consoli.dated corporatl.on Lncone tax

neponte with the Unlted Statee Tneaeuny Depantment fon the yearo lnvolvedt

whlah included othan conponatLona Ln addi.tLon to thoee Ln the New York

combined reponts.

(3) The Corponation Tax Buneau ieeued a cnedj.t fon 1964

and notLee of defLclency fon 1965 as followst
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Conbined entine net income
Business allocation peneentage
Allocated baee
Tax at 5-l/2\
PIug eubaidiany capital tax
Total tax
Tax neponted
Tax cnedit
Tax deficiency

1964

$2  rq2B ,777  .gz
2  3 .9606

580r991 .19
31r954 .52

22L.42
32  ,175  .54
37  ,995  .52

5r819 .98

1965

$6 ,279  $27 .53
22 .9294

1  f439  ,890 .91
711994.05

294 .16
72 r2L8.2L
55  ,658 .8 r

$  rs ,559 .40

no elLminatl.on

inconre of each corporra-

lf i t had fi led

$6 ,279 ,627 .53
239r937 .54

6  r039  ,689 .99
22.9294

1r38 t l ,864 .68
76 ,167 .56

294 .15
75  ,46  L . ' , | 2
55  ,65  8 .81
20 ,802 .91

(5) Tlmely petit l.on fon nedetenrnLnation of daflci.ency or

fon nefund of tax wae fi led.

(6) The taxpayen is entit led to an addltlonal deductLon for:

chani table contr ibutLona aggnegat ing $299 r937.54 fon 1965, repreBent lng

9t901027.53  on  beha l f  o f  Gno1 j .e r  Soc ie ty  fnc .  and $ f091910.01  on  beha l f

of Anenicana Conporation. A mathematical enror wae rnade Ln aomputation

of the deficiency fon 1965 at (3) above. Tax at 5-L/2t on allocated

baEe o f  $114391880,91  producea a  nesu l t  o f  $791193.45  j .ne tead o f

97Ir994.05 aa shotrn. Allowanee of the additlonal eontrl.butiona and

correction of the rnathenatLcal error neeultE i.n a nevised tax deficLeney

for 1965 aa fol lowsl

(4) fn computlng combined entLr:e net Lncome

IdaB allowed of Lntencompany pnoflte. The entLne net

tion ineluded in the combl-ned neponte was eomputed as

on a sepanate basLs fon fedenal punpoeesr

Pnevioue combined entLne net Lnaome
Leae additional ehanLtable contributLone
Revieed combined entine net Lneone
Bueiness allocation percentage
Alloeated baee
Tax at 5-Ll2$
Plue eubei.diany capital tax
Total tax
Tax r:eponted
RevLecd tax deficianey

(7) Seet ion 208.9 of  the tax law reade, Ln pantr  rB fo l lowet

rrTh6 terrn f enti.ne net Lncomef meane total net Lncome
from all souroesr which shall be pneeunably the aame ae the
entine taxable income whlah the taxpayeri La neguined to report
to the United Statee tr:easuny depantment, on whi.eh the taxpaysn
would have been nequLned to repont, lf it had not nade an
clection unden eubchaptetr I of ehapteir one of the intesral
revenu€ code, except ae heneLnaften pnovided, r t *.t

(8)  For the years involved, Sect ion 211.4 of  the tax law
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neads, ln part ,  as fo l lowsr

ItIn the diecretion of the tax commiaaLon, any taxpayert
which owns or contnole el-ther dinectly on indlneotly Bub-
stantiaLly all the capital stoek of one or molre other conpoDa-
tions, t t i ray be nequined o:p pcrmltted to nake a nepont
on a conbined baal.g covenlng any euch other eonporatLona
and eettLng forth such Lnfonmation as the tax commiaeLon
may nequLne * * i. fn the case of a combined :nepont the
tax ehall be meaeuned by the combj-ned entl.ne net Lneone or
combined capital of all the conporations lneluded ln the report.
In computing cornbined entire net ineone intet'conponate dividende
ehatl be eliminated, Ln conputing cornbLned bueLnesa and inveet-
ment capital Lnterconponate etoekholdl-nge and Lntenconponate
bil ls' lotea and accounts neceivable and payable and other
Lntenconponate Lndebtedness ehall be elinLnated and Ln com-
putlng eombined subei.dlany capital Lntereorponate stockholdlnge
ehall be elirninated.tf

(9)  Federal  Income Tax ReguLat ion 1.1502-3fA(b) appl lcable

to the yeanB involvod neada, in partr 88 followel

n(b) Computations. In the caEe of affl l lated eorPoratione
whlch nake, or ar€ nequLned to makeI 8 coneolldated netunn,
and except ae othenwiee pnovLded ln the regulatLona unden
aect ion 1502 t

tf(l) Taxable income. The taxable Lncome of each cofpoFs-
ti.on ehall be computed in accondance wlth the pnovLeLone
coverl.ng the detensrinatlon of taxable Lncome of aeparate
conponat:Lons ; exceptt

tf ( i) Thene ehall be eLirnLnated unnealLzed pnofita and
losses Ln tnaneactl.ons between membene of the affillated
glroup and dlvidend distnlbuti.one f:rom one nenben of the group
to anothen nenben of the group (referred to ln the negulatl.one
unden aeetion 1502 aa Lntencolnpany tnaneactLons)3 t * 1.ts

The State Tax ConnieeLon heneby

DECTDES I

(A) trEntine net incomert ae defined Ln SeetLon 208.9 of the

tax law meane the net l"ncome that a corporatlon ie nequired to eompute

in aecondance with the Fede:ral pnoviel.ona covening the determinatl.on

of taxable lncome of aeparate conponatlone.

(B)  Pedena l  Regu la t ion  1 .1502-31A(b) ( I ) ( t )  e l lm lna tLng un-

roalLzed pnoflte and loseee Ln tnaneactLons between member.a of an affil-

iated gnoup appliee only in those caoea wherne a Fedenal consolldated

netunn le fi lad.

(C) Thene ar€ no pnovieLone ln Article 9-A of the tax Iaw

that pcnurit an affLLj.ated gnoup of taxpayera to r€pont on a congolidated

bas ie .
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(D) Sect ion 211.4 of  the tax law only pnovides fon the

etininating of intenconponate dividends Ln cornputing conbl.ned entLne

net i.ncome.

(E)  The tax  cned i t  o f  $51819.98  fon  1964 and nev ieed tax

def lc iency of  $201802.91 fon 1,965 alre af fLnned togethen wlth intereet

in aecondance with the pnovl.sione of Sectl.on 1084 of Article 27 of

the tax law.

Datedl A1bany, New Yonk

this +th day of April I 97  3

STATE TAX COHHTSSTON


